
COUUONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COUUISSION 

In the Matt8r oft 

THE APPLICATION OF SOUTH KENTUCKY RURAL ) 
ELECTRIC COOPERATIVE CORPORATION OF 1 
SOHERBETI KENTUCKY FOR AN ORDER ) CASE NO. 89-040 
AUTHORIZINQ AN IWCREASE IW IT8 RETAIL 1 
RATES APPLICABLE TO ALL CONSOHERB ) 

O R D E R  

South Kentucky Rural Electric Cooperative Corporation ("South 

Kentucky") filed an application on Uarch 31, 1989 requesting an 
adjustment of rates to incroase its annual operating revenues by 

8211OO1629. South Kentucky is a consumer-owned rural eloctric 
cooperativo engaged in the distribution sale of electric energy to 
approxinutoly 41,000 customers in Adair, Carney, Clinton, 

Cumberland, Laurel, Lincoln, UcCreary, Pulaski, Rockcastle, 

RUBsell~ and Wayne counties. 

No requests for formal intervention were received, and a 
hearing was scheduled for August 16, 1989. Umbers OS the 

Commission's Staff filed testimony on June 3 0 ,  19891 and a 
settlement confsrence was held on July 27, 1989. As a result of 
the negotiations between South Kentucky and tho StaSf, a proposed 

settlement was roached. The settleaunt consists of a Settlmnt 

Agreement dated August 21, 1989, attached hereto as Appendix A. 

Tho Settlement Agreement provides that South Kentucky will be 

granted an increase in annual operating revenuos of $1,90Ot000, 



Revenue requirements will be bamed on a 2.25 Times Interest Earned 

("TIER") with a11 total margins in excees of a 2.0 TIER being used 

by South Kentuoky to rotate capital credits to its members. After 

careful review of the proposed Settlement Agreement, the 

Commission ir of the opinion and hereby finds that the Settlement 

Agreement mtrikes a reasonable ompromine between the ponitions 

advoaated by South Kentucky and the Staff. The Settlement 

Agrrrment will result in rates that are fair, just, and 

rearonable. The Settlement Agreement is in the public interest 

and rhould be acoepted for rate-making purposes. 

IT IS THEREFORE ORDERED thatt 

1. The Settlement Agreement, attached as Appendix A, be and 

it hereby is incorporated into this Order as if fully set forth 

herein. 

2. The terms and conditions set forth in the Settlement 

Agreement be and they hereby are adopted and approved. 
3. The rates set forth in Appendix B to this Order, 

attached hereto and incorporated herein, be and they hereby are 

approved for service rendered on and after September 1, 1989. 
4. South Kentucky shall file new tariffs netting forth the 

rate8 contained Ln Appendix B within 30 days from the date of this 
Order. 
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Done at Frankfort, Kentucky, this 30th day of August, 1989. 

PUBLIC SERVICE COMISSION 

ATFEBT: 

Executive Director 



._ . . APPENDIX A 
APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 

COMMISSION IN CASE NO. 89-040 DATED 8130/89 

COMONWEALTE OF KENTUCKY 

BEFORE TEE PUBLIC SERVICE COMISSION 

In the Matter ofr 

THE APPLICATION OF S W T B  KENTUCKY RURAL 
ELECTRIC COOPERATIVE CORPORATION OF 1 
S-SET, KENTUCKY FOR AN ORDER ) CASE NO. 89-040 
AUTEORIXING AN INCREASE IN ITS RETAIL 1 
RATES APPLICABLE TO ALL CONSUNERS 1 

) 

SETTLEWENT AGREEMENT 

Thia Settlement Agreemont ia entered into this 2/ day of 
Augurt, 1909, by and between South Kentucky Rural Electric 

Cooperative Corporation ("South Kentucky") Of Somormet, Kentucky, 

and the Staff of the Public Service Commission ("PSC Staff"). 

WHEREAS, South Kentucky tiled an application with the Public 

Service Commiarion on March 31, 1989 meeking authorization to 

increaae its operating revenuer by $2,100,629; and 

WEEREAS, PSC Staff filed teatimony on June 30, 1989 

recommending that South Kentucky'a operating revenuer be increased 

by $1,749,842; and 

WHEREAS, South Kentucky har requemted that ita revenue 

rtquirementr bm calculated on the bamia of a 2.25 Time8 Interest 

Earned (*TIER*) levo1 (a8 hereinafter used in this Settlement 

Agreement, TIER fm calculated by excluding Generating and 

Tranrmi6aion Capital Credfta); and 

WEEREAS, PSC Staff ham recommended that South Kentucky'e 

revenue r e q u i r o ~ n t m  br calculated on tho baaim of a 2.25 TIER 

level only if all earningm above a 2.0 TIER level are returned to 



South Kentucky's members in the form of patronage capital credits; 
and 

WHEREAS, South Kentucky 4nd PSC Staff met on July 27, 1989 to 

diacuaa their reapactive recommendations on revenue requirements 

and an appropriate TIER level. 

N O W ,  THEREFORE, be it resolved that: 

1. South Kentucky and PSC Staff mutually agree that all 

outstanding iasues raisad in their respmctive testimonies in this 
proceeding shall be resolved by this Settlement Agreement. 

2. South Kentucky shall be authorized to increase its 

operating revenues by $1,900,000 annually upon written acceptance 

of this Settlement Agreement by the Public Service Commission. 

South Kentucky and PSC Staff agree that new rates implementing 

this revenue increase will be effective with service rendered on 

and after Septembor 1, 1989. 

3. South Kentucky's revenue requirements will be based on a 

2.25 TIER with a11 total margins in excoss of a 2.0 TIER being 

used by South Kentucky to rotate capital credits to its members. 

4. For purposes of determining South Kentucky's earnings 

and margins, reference will be nude to South Kentucky's Annual 

Reports on file with the Public Servico Commission. South 

Kentucky's Annual Reports will be adjusted to eliminate any cost 

that is not normally allowed by the Public Service Comission for 

rate-making purposes. 

5. South Kentucky represents that it now has the authority 

and ability undw i t s  currently effective Equity m~na9erunt Plan 
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to rotato capital croditr to ita momboro for a11 total mrginr 

earnod in o x c o ~ r ~ o f  a 2.0 TIER. 

6. For as long a0 this Sottlomont Agroomont i8 in offoct 
and South Kontuckylr rovonuo roqulromontr aro dotormlnod 

heroundor, South Kontucky acknowlodgor that it will bo rubjoct to 

financial monitoring by tho PSC Staff and to facilitato that 
monitoring South Kontucky agroor to provido, upon roaronablo 

notico, any financial rtatomonts nocorrary to arruro tho PSC Staff 
that refunds of Capital Croditr aro boing adminirtorod in good 
Laith in accordanor with its Equity Uanagomont Plan. 

7. south Kontucky rocogniror and acknowlodgor ita 

obligation to oporato its ryrtom at tho lowort porriblo cost 
conrirtont with tho furnishing of adoquato, oftlciont, and 

roaronablo oloctric rrrvico and South Kontucky will act in good 
faith to tako all roaronablo rtopr nocorrary to comply with this 

obligation. 

0. South Kontucky agroor to maintain it8 oquity at or n o m  
the levo1 achiovod on Docombor 31, 1988, tho ond of tho tort y o u  

utilized in South Kontucky'r rat. application. 

9. South Kontucky may 4pPLY to tho Public Sozvlco 

Commirrion for roliof from tho aforomontionod obligation. to 

retire capital crodita whrn, duo to circuautancor boyond South 
KOntUCky'8 control, tho Rural Eloctritication Mmlnistration or 
tho National Rural Utilitior Cooporativo Plnanco Corporation has 

rurpondod or dircontfnurd advancing loan funds to South Kontucky. 
LO. South Kontucky will procood with all diligont rpood to 

obtain any roqufrito approvals from ltr Eoard of Ditoctorr, 
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crrdi torr ,  and othrr pmrronr nrcrrrary to  implrmrnt t h o  provirionr 
of t h l r  Orttlrlarnt Aqrrrmrnt, and t o  maintain raid Agreamant in 
f u l l  rorer and ~ r r r o t .  

11, T h i o  Agrrrlarnt La rubjrct to  tho accrptancr of  and 
approval by t h o  Publ io  Brrvlcr Comlrrion. I n  tho r v r n t  t h i r  

arttlrlarnt Agrrrmrnt ir not acerptrd and approvrd by tho Public 
Srrvior Comirrion, raid Agrrrmrnt a h a l l  brccmr n u l l  and void and 
South Krntuoky 4nd PBC Staff rhall  not bo obligatrd or bound by 

any of tho trrmr or provlrlonr oentrinrd hrrrin. 

MRCCD TO BY: 
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APPENDIX B 

APPENDIX TO AN ORDER OF THE KENTUCKY PUBLIC SERVICE 
COMMISSION IN CASE NO. 89-040 DATED ar3ora9 

The following rates and charges are prescribed for the 

customers in the area served by South Kentucky Rural Electric 

Cooperative Corporation. All other rates and charges not 

specifically mentioned herein shall remain the same as those in 

effect under authority of this Commission prior to the date of 

this Order. 

SCHEDULE A 
RESIDENTIAL, FARM AND NON-FARM SERVICE' 

RATES PER MONTH: 

Consumer Charge - No KWH 

EnerqY Charqe: 

First 700 KWH Per Month @ 
All over 700 KWH per Month 

usage $5.60 Per Month 

.06103 Per KWH 

.OS714 Per KWH 

MARKETING RATE PER MONTH: 

ETS usage, all KWH per month 0.034284 

SCHEDULE B 
SMALL COMMERCIAL RATE* 

RATES PER MONTH: 

Consumer Charge - NO KWH 
usage $6.70 

Enerqy Charqe: 

First 1,000 KWH per Month @ .06707 Per KWH 
All Over 1,000 KWH per Month @ .06240 Per KWH 

MARKETING RATE PER MONTH: 

ETS usage, all KWH per month 0.037434 



SCHEDULE LP 
LARGE POWER RATE* 

RATES PER MONTH: 

Consumer Charge - No KWH 

Demand Charae:  

usage $11.20 Per Month 

B i l l i n g  Demand pe r  K W  p e r  Month $6 rn 00 

P l u s  Energy Charae: 

F i r s t  3,500 KWH p e r  Month @ $.04379 Per K W H  
Next 6,500 KWH per Month @ $.04209 Per K W H  
Next 140,000 KWH p e r  Month @ S.03882 Per  KWH 
Next  150,000 KWH per Month @ $.03869 Per KWH 
Over 300,000 KWH p e r  Month @ $.03859 Per KWH 

LARGE 

RATES PER MONTH: 

SCHEDULE LP-1 
POWER RATE 1 (1 ,000  K W  t o  4,999 K W )  

Consumer Charge: 

Demand Charge: 

Energy Charge: 

$1,136.00 Per Month 

$5 7 1  Per  K W  of 
B i l l i n g  Demand 

.03337 Per K W H  

LARGE 

RATES PER MONTH: 

SCHEDULE LP-2 
POWER RATE 2 (5 ,000  K W  t o  9,999 K W )  

Consumer Charge: 

Demand Charge: 

Energy Charge: 

$1,136.00 Per Month 

$5.71 Per KW Of 
B i l l i n g  Demand 

t h e  f i r s t  425 

B i l l i n g  Demand 

a l l  remaining 

.02917 Per KWH f o r  

KWH p e r  K W  Of 

,02812 Per KWH for 

KWH 
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SCHEDULE OPS 
OPTIONAL POWER SERVICE* 

RATES PER MONTH: 

Consumer Charge - NO KWH 
Enerqy Charqe 

First 3,500 KWH per Month @ 
Next 6,500 KWH per Month @ 
Next 140,000 KWH per Month @ 
Next 150,000 KWH per Month @ 
over 300,000 KWH per Month @ 

usage $11.20 Per Month 

$.07443 Per KWH 
-07175 Per KWH 
-06661 Per KWH 
.06640 Per KWH 
-06625 Per KWH 

SCHEDULE STL 
STREET LIGHTING SERVICE* 

RATE : - 
Mercury Vapor Bulbs 

up to and including 175 Watts 
(74 KWH/Light) $4.06 Per Month 

Excess of 175 watts up to 
and including 400 Watts 
(162 KWH/LIght) 

Sodium Bulbs 

6.49 Per Month 

up to and including 150 Watts 

Excess of 150 Watts up to and 

(63 KWH/Liqht) 4.06 Per Month 

including 360 Watts (135 KWH/ 
Light) 6.49 Per Month 

SCHEDULE OL 
OUTDOOR LIGHTING SERVICE - SECURITY LIGHTS* 

RATES PER LIGHT PER MONTH: 

Mercury Vapor or Sodium 7,000 - 10,000 Lumens 
Metered 4.63 Per Month 

Unmetered 5.86 Per Month 
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SCHEDULE TVB 
UNMETERED COMMERCIAL SERVICE* 

CLASS AND RATES PER MONTH: 

Cable TV Amplifiers - ( 7 5  
KWH per Month) $7.49 Per Month 

*Fuel Clause Adjustment 

All rates are applicable to the Fuel Adjustment Clause and 
may be increased or decreased by an amount per KWH equal to the 
fuel adjustment amount per KWH as billed by the Wholesale Power 
Supplier plus an allowance for line lossee. The allowance for 
line loesee will not exceed 10% and is based on a twelve-month 
moving average of such losses. This Fue1,Clause is subject to all 
other applicable provisions as set out in 807 KAR 5:056. 
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